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Abstract 
This study presents the legislation that regulates the Romanian unit-linked life insurance market. The main document that 
regulates both the insurance business on Romanian market and the organizing and operating of the Insurance Supervisory 
Commission (CSA) is Law no.32/2000 on insurance undertakings and insurance supervision, as amended and 
supplemented, which provides: organizing and operating of insurance, insurance/reinsurance and reinsurance undertakings, 
of mutual undertakings, as well as of insurance intermediaries; organizing and operating of the CSA; supervision of the 
insurance and reinsurance undertakings conducting business in or from Romania; supervision of the insurance and 
reinsurance intermediaries, as well as the supervision of other activities related to the insurance mediation. The legislation 
which regulates the Romanian insurance market includes: norms issued by CSA; laws and governmental ordinances that 
regulate the Romanian financial market; CSA draft regulations which are to be submitted to consulting with the players on 
WKHPDUNHW(8'LUHFWLYHVLQWKHLQVXUDQFHILHOGUHSHDOHGRUQRORQJHULQIRUFHOHJLVODWLYHDFWVDQGLQWHUQDWLRQDOVDQFWLRQV. 
$FFRUGLQJ WR 'LUHFWLYH (& XQLW-linked life insurance products were defined as insurance contracts where the 
benefits provided are directly linked to the value of units in undertakings for collective investment in transferable securities 
(UCITS) or to the value of assets contained in an internal fund owned by the insurance undertaking, usually divided into 
units, or a share index or some other reference value. The financial supervision shall include verification, with respect to the 
insurance undertaking's entire business, of its state of solvency, the establishment of technical provisions, including 
mathematical provisions, and of the assets covering them, in accordance with the rules laid down or practices followed in 
the home Member State pursuant to the provisions adopted at Community level. Each Member State shall require of every 
insurance undertaking whose head office is situated in its territory an adequate available solvency margin in respect of its 
entire business. In general the European Union requirements and the national requirements are common for all life 
insurance products offered by an insurance company and also there is not a very clear distinction between the legislation 
regarding unit-linked life insurance products and the one regarding traditional life insurance products. Policyholders want to 
enjoy the benefits of equity investment in conjunction with mortality protection, and insurers have developed unit-linked 
contracts to meet this challenge. Unit linked insurance products are life insurance policies with investment component. 
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Although some unit-linked contract types pass most of the asset risk to the policyholder and involve little or no investment 
risk for the insurer, it was natural for insurers to incorporate payment guarantees in these new contracts. 
 
© 2015 Published by Elsevier Ltd. Selection and peer review under responsibility of Emerging Markets 
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1. Introduction 
The objective of life insurance is to provide financial security to policyholders and their families. 
Traditionally, this security has been provided by means of a lump sum payable contingent on the death or 
survival of the insured life. The sum insured would be fixed and guaranteed. The policyholder would pay one or 
more premiums during the term of the contract for the right to the sum insured. 
Traditional actuarial techniques have focused on the assessment and management of life-contingent risks: 
mortality and morbidity. The first actuaries were employed by life insurance companies in the early eighteenth 
century to provide a scientific basis for managing the companies’ assets and liabilities. The liabilities depended 
on the number of deaths occurring amongst the insured lives each year. The modeling of mortality became a 
topic of both commercial and general scientific interest, and it attracted many significant scientists and 
mathematicians to actuarial problems, with the result that much of the early work in the field of probability was 
closely connected with the development of solutions to actuarial problHPV'LNVRQHWDO 
The investment side of insurance generally has not been regarded as a source of major risk. This was (and 
still is) a reasonable assumption, where guaranteed benefits can be broadly matched or immunized with fixed-
interest instruments (Hardy, 2003). 
But insurance markets around the world are changing. Recently, however, the design of life insurance 
products has radically changed, and the techniques needed to manage these more modern contracts are more 
complex than ever. The reasons for the changes include: 
x Increased interest by the insurers in offering combined savings and insurance products. The original life 
insurance products offered a payment to indemnify (or offset) the hardship caused by the death of the 
policyholder. Many modern contracts combine the indemnity concept with an opportunity to invest. 
x More powerful computational facilities allow more complex products to be modeled. 
x Policyholders have become more sophisticated investors, and require more options in their contracts, 
allowing them to vary premiums or insured sums, for example. 
x More competition has led to insurers creating increasingly complex products in order to attract more 
business. 
x The risk management techniques in financial products have also become increasingly complex, and insurers 
have offered some benefits, particularly financial guarantees, that require sophisticated techniques from 
ILQDQFLDOHQJLQHHULQJWRPHDVXUHDQGPDQDJHWKHULVN'LNVRQHWDO 
The public has become more aware of investment opportunities outside the insurance sector, particularly in 
mutual fund type investment media. Policyholders want to enjoy the benefits of equity investment in 
conjunction with mortality protection, and insurers around the world have developed unit-linked contracts to 
meet this challenge. Although some contract types pass most of the asset risk to the policyholder and involve 
little or no investment risk for the insurer, it was natural for insurers to incorporate payment guarantees in these 
new contracts (Hardy, 2003). 
$FFRUGLQJWR'LUHFWLYH(&XQLW-linked life insurance products were defined as insurance contracts 
where the benefits provided are directly linked to the value of units in undertakings for collective investment in 
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transferable securities (UCITS) or to the value of assets contained in an internal fund owned by the insurance 
undertaking, usually divided into units, or a share index or some other reference value. 
The objective of this study is the following: 
This study aims to present the legislation that regulates the Romanian unit-linked life insurance market. In 
general the European Union requirements and the national requirements are common for all life insurance 
products offered by an insurance company and also there is not a very clear distinction between the legislation 
regarding unit-linked life insurance products and the one regarding traditional life insurance products. The main 
document that regulates both the insurance business on Romanian market and the organizing and operating of 
the Insurance Supervisory Commission (CSA) is Law no.32/2000 on insurance undertakings and insurance 
supervision, as amended and supplemented. The legislation which regulates the Romanian insurance market 
includes: norms issued by CSA; laws and governmental ordinances that regulate the Romanian financial 
market; CSA draft regulations which are to be submitted to consulting with the players on the market; EU 
'LUHFWLYHV LQ WKH LQVXUDQFH ILHOG UHSHDOHG RU QR ORQJHU LQ IRUFH OHJLVODWLYH DFWV DQG LQWHUQDWLRQDO sanctions. 
(XURSHDQ'LUHFWLYHVZHUHDLPHGDWVHWWOLQJWKHOHJDOPHDQVRIDFFHVVWRLQVXUDQFHEXVLQHVVRIDQRWKHU0HPEHU
6WDWHRQWKHSDWKRILQVWDOODWLRQLQWKDW0HPEHU6WDWH&LXPDV 
This study contributes to the existing literature with several distinct features: this paper provides a systematic 
review of the legislation that regulates the Romanian insurance market, with an exclusive focus on the unit-
linked insurance markets. A special place in this study is the presentation of the aspects of financial supervision 
(technical provisions, solvency margins, and guarantee fund), fiscal regime, and the authorization of 
insurance/reinsurance companies, information for policyholders before the contract is concluded and during the 
term of the contract. 
The structure of this paper is as follows: Section 1 discusses the legislation that regulates the Romanian unit-
linked life insurance market, with an exclusive focus on the aspects of financial supervision (technical 
provisions, solvency margins, and guarantee fund), fiscal regime, the authorization of insurance/reinsurance 
companies, and information for policyholders. Section 2 provides a summary of the main findings and some 
concluding remarks. 
2. The legislation that regulates the Romanian unit-linked life insurance market 
As shown in Figure 1 unit-linked product: 
x Are life insurance policies with investment component?  
x The insurance premiums are invested into one or more investment funds, managed by the insurance 
company.  
x The investment is divided into a share part named unit. 
The legislation which regulates the Romanian insurance market includes: 
x norms issued by CSA;  
x laws and governmental ordinances;  
x (8'LUHFWLYHV 
x CSA draft regulations;  
x repealed or no longer in force legislative acts;  
x international sanctions. 
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Fig. 1. Unit-linked insurance plan 
The main document that regulates both the insurance business on Romanian market and the organizing and 
operating of the Insurance Supervisory Commission (CSA) is Law no.32/2000 on insurance undertakings and 
insurance supervision, as amended and supplemented, which provides: organizing and operating of insurance, 
insurance/reinsurance and reinsurance undertakings, of mutual undertakings, as well as of insurance 
intermediaries; organizing and operating of the CSA; supervision of the insurance and reinsurance undertakings 
conducting business in or from Romania; supervision of the insurance and reinsurance intermediaries, as well 
as the supervision of other activities related to the insurance mediation. The Insurance Supervisory 
Commission: shall act to protect policyholder rights and promote stability of the insurance market in Romania.  
'LUHFWLYH (& UHSUHVHQWV DQ LPSRUWDQW VWHS LQ WKHPHUJLQJ RI QDWLRQDOPDUNHWV LQWR DQ LQWHJUDWHG
market and that stage must be supplemented by other Community instruments with a view to enabling all 
policy holders to have recourse to any assurer with a head office in the Community who carries on business 
there, under the right of establishment or the freedom to provide services, while guaranteeing them adequate 
protection.  
This study presents the legislation that regulates the Romanian unit-linked life insurance market, regarding 
the following aspects: 
x The solvency margin; 
x The guarantee fund; 
x Technical provisions ; 
x Taxes on premiums (Fiscal regime); 
x Types of insurers authorized; 
x Information for policyholders. 
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Fig. 2. The legislation which regulates the Romanian insurance market 
As shown in Figure 2, types of insurers authorized by CSA: 
The insurance business in Romania may be carried out solely by: 
x Romanian legal entities, established as joint stock companies and/or mutual companies, authorized by the 
Insurance Supervisory Commission;  
x insurance undertakings or reinsurance undertakings authorized in Member States, carrying out insurance or 
reinsurance business in Romania in accordance with the right of establishment and the freedom to provide 
services; 
x branches of parent companies governed by laws of a non-Member State, authorized by the Insurance 
Supervisory Commission; 
x subsidiaries of insurance or reinsurance undertakings of non-Member States, authorized by the Insurance 
Supervisory Commission; 
x insurance or reinsurance undertakings adopting the form of European joint stock company (SE – Societas 
Europaea). 
Types of contractual life insurance are presented as follows: 
x life insurance which include: pure endowment, term assurance, endowment, life insurance reimbursement 
premiums, marriage insurance, birth insurance; 
x annuities; 
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x supplemental life insurance: accident, death, injury, permanent illness, disability, permanent disability, 
temporary disability, hospitalization insurance, medical insurance, critical illness, unemployment, when 
written in addition to life insurance contracts; 
x permanent health insurance. 
Life insurance classes are the following: 
x Life assurance, annuities and supplemental life assurance under letter a), b) and c), excluding point II and 
III; 
x Marriage insurance, birth insurance 
x Unit-linked life assurance and annuities under letter a) and b); 
x Permanent health insurance, as set out at letter d).  
3. Fiscal regime 
Some Member States do not subject insurance transactions to any form of indirect taxation, while the 
majority states apply special taxes and other forms of contribution. Structures and the amount of such taxes and 
contributions vary considerably between Member States in which they are applied. It is desirable to prevent the 
existence of differences leading to distortions of competition in insurance services between Member States. 
In the case of Romania the following shall be exempted from taxes and fees: 
x insurance and reinsurance premiums, as well as related commissions; 
x transfers of investments and transfers of insurance portfolios, between insurance undertakings, from the 
balance sheet of the assigning undertaking to the balance sheet of the assignee undertaking, including as a 
result of a merger, acquisition, winding-up or any other forms of internal reorganization of the insurance 
undertaking; 
x contributions paid by insurance undertakings, reinsurance undertakings and insurance and/or reinsurance 
brokers to professional unions. Insurance and reinsurance premiums shall be tax deductibles. 
4. Financial supervision 
Supervisory authorities and scope of supervision: The financial supervision shall include verification, with 
respect to the inssurance undertaking's entire business, of its state of solvency, the establishment of technical 
provisions, including mathematical provisions, and of the assets covering them, in accordance with the rules 
laid down or practices followed in the home Member State pursuant to the provisions adopted at Community 
level.  
Each insurance undertaking shall cumulatively hold: 
x the share capital or, after Romania’s accession to the European Union, the safety fund or, in the case of a 
mutual insurance undertaking, the effective initial fund. The share capital or, as appropriate, the effective 
initial fund shall not be lower than 1.000.000 lei for life insurance business. 
x the minimum solvency margin; 
Solvency margin: Each Member State shall require of every assurance undertaking whose head office is 
situated in its territory an adequate available solvency margin in respect of its entire business. 
4.1. Available solvency margin  
  LAM1           (1) 
A - total assets according to financial statements, except for the following asset classes: 
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x intangible assets; 
x unlisted assets;  
x the technical reserves ceded to reinsurance;  
x the assets for which you have created tasks. 
L - Total liabilities, including the following liabilities classes: 
x 50% * value of subordinated debt; 
x net technical reserves; 
x provisions for risks and charges; 
x deposits received from reinsurers, liabilities, excluding loans from bonds. 
4.2. Required solvency margin ( M2) 
For unit-linked life insurance the required solvency margin is equal to the sum of the following results: 
3212 RRRM            (2) 
 111 04.0 rPR           (3) 
1P - Technical provisions for cases in which the insurer assumes the investment risk. 
1r - The ratio of net technical reserves and gross technical reserves 
 )%,max( 11 rr  
  
 222 01.0 rPR           (4) 
2P - Technical provisions for cases in which the insurer does not assume the investment risk but the 
allocation to cover management expenses is fixed for a period exceeding five years. 
2r - The ratio of net technical reserves and gross technical reserves if the insurer does not assume the 
investment risk and the allocation to cover management expenses is fixed for a period exceeding five years. 
)%,max( 22 rr  
  
%)1.0
%15.0%3.0( 333
*
33  CBA SSSrR
      (5)
 
AS3 -  Gross amount at risk for contracts with a term of 5 years; 
BS3 - Gross amount at risk for contracts with a duration of 3 years and 5 years; 
CS3 - Gross amount at risk for contracts lasting up to 3 years inclusive; 
3r - The ratio between the net amount at risk and gross amount at risk; 
)%,50max( 33 rr  
  
4.3. Guarantee fund  
);3
1max( min2 GG FMF          (6)
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Represents 31 of the required solvency margin ( 2M ). 
The guarantee fund may not be less than a minimum of EUR 3.7 million ( minGF ). 
Any Member State may provide for a one-fourth reduction of the minimum guarantee fund in the case of 
mutual associations and mutual-type associations and tontines. 
4.4. Tehnical provisions  
Where the benefits provided by a contract are directly linked to the value of units in undertakings for 
collective investment in transferable securities (UCITS) or to the value of assets contained in an internal fund 
held by the insurance undertaking, usually divided into units, the technical provisions in respect of those 
benefits must be represented as closely as possible by those units or, in the case where units are not established, 
by those assets.  
Where the benefits provided by a contract are directly linked to a share index or some other reference value, 
the technical provisions in respect of those benefits must be represented as closely as possible either by the 
units deemed to represent the reference value or, in the case where units are not established, by assets of 
appropriate security and marketability which correspond as closely as possible with those on which the 
particular reference value is based. 
5. Information for policyholders  
The following information, which is to be communicated to the policy holder before the contract is 
concluded (A) or during the term of the contract (B), must be provided in a clear and accurate manner, in 
writing, in an official language of the Member State of the commitment. However, such information may be in 
another language if the policy holder so requests and the law of the Member State so permits or the policy 
holder is free to choose the law applicable. 
5.1. Before concluding the contract: 
Information about the assurance undertaking: 
x The name of the undertaking and its legal form; 
x The name of the Member State in which the head office and, where appropriate, the agency or branch 
concluding the contract is situated; 
Information about the commitment: 
x 'HILQLWLRQRIHDFKEHQHILWDQGHDFKRSWLRQ 
x Term of the contract; 
x Means of terminating the contract; 
x Means of payment of premiums and duration of payments; 
x Means of calculation and distribution of bonuses; 
x Indication of surrender and paid-up values and the extent to which they are guaranteed; 
x Information on the premiums for each benefit, both main benefits and supplementary benefits, where 
appropriate; 
x For unit-linked policies, definition of the units to which the benefits are linked; 
x Indication of the nature of the underlying assets for unit-linked policies; 
x Arrangements for application of the cooling-off period; 
x General information on the tax arrangements applicable to the type of policy; 
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x The arrangements for handling complaints concerning contracts by policy holders, lives assured or 
beneficiaries under contracts including, where appropriate, the existence of a complaints body, without 
prejudice to the right to take legal proceedings;  
x Law applicable to the contract where the parties do not have a free choice or, where the parties are free to 
choose the law applicable, the law the assurer proposes to choose. 
5.2. 'XULQJWKHWHUPRIWKHFRQWract 
In addition to the policy conditions, both general and special, the policyholder must receive the following 
information throughout the term of the contract: 
Information about the assurance undertaking: 
x Any change in the name of the undertaking, its legal form or the address of its head office and, where 
appropriate, of the agency or branch which concluded the contract. 
Information about the commitment: 
x All the information listed in points 4-12 of A in the event of a change in the policy conditions or amendment 
of the law applicable to the contract; 
x Every year, information on the state of bonuses. 
6. Common additional costs for unit-linked products: 
Very few Member States make a clear distinction between service-related and product-related charges. In 
the majority of Member States, the same disclosure requirements apply to both sets of charges. Common 
additional costs for unit-linked products are typically structured along the following lines: 
x An initial establishment charge or allocation rate (buying units in funds chosen by the customer) – usually a 
percentage of the initially invested premium and each additional investment the customer makes, covering 
the setting-up costs. 
x An Annual Fund Management Charge i.e. a percentage deducted from each fund in which an investor 
invests, used to cover charges associated with managing the investment options the customer chooses. This 
may also include Annual Adviser Remuneration if, for example, an insurance intermediary takes 
commission for providing initial and on-going advice to the customer.  
x Additional charges such as Early Cash-In/Surrender Charges or due to tax/ regulatory changes. 
Items 1 and 3 tend to be product-related costs as they are directly linked to the type/amount of the 
investment chosen by the customer, whereas item 2 contains elements of both product-related costs and 
service-related costs because they cover costs related to underlying assets and costs related to financial advice 
provided by an insurance intermediary. 
7. Conclusions 
The public has become more aware of investment opportunities outside the insurance sector, particularly in 
mutual fund type investment media. Policyholders want to enjoy the benefits of equity investment in 
conjunction with mortality protection, and insurers around the world have developed unit-linked contracts to 
meet this challenge. Although some contract types pass most of the asset risk to the policyholder and involve 
little or no investment risk for the insurer, it was natural for insurers to incorporate payment guarantees in these 
new contracts (Hardy, 2003). Unit linked insurance products are life insurance policies with investment 
component. 
$FFRUGLQJWR'LUHFWLYH(&XQLW-linked life insurance products were defined as insurance contracts 
where the benefits provided are directly linked to the value of units in undertakings for collective investment in 
1486   Ciumaş Cristina and Chiş Diana-Maria /  Procedia Economics and Finance  32 ( 2015 )  1477 – 1486 
transferable securities (UCITS) or to the value of assets contained in an internal fund owned by the insurance 
undertaking, usually divided into units, or a share index or some other reference value.  
This study approaches the issue regarding the national and European legislation that regulates the Romanian 
life insurance market, and implicitly the unit-linked life insurance market. In general the European Union 
requirements and the national requirements are common for all life insurance products offered by an insurance 
company and also there is not a very clear distinction between the legislation regarding unit-linked life 
insurance products and the one regarding traditional life insurance products.  
The legislation which regulates the Romanian insurance market includes: norms issued by CSA; laws and 
guvernamental ordinances that regulate the Romanian financial market; CSA draft regulations which are to be 
submitted to cRQVXOWLQJVZLWKWKHSOD\HUVRQ WKHPDUNHW(8'LUHFWLYHVLQWKHLQVXUDQFHILHOGUHSHDOHGRUQR
longer in force legislative acts and international sanctions. 
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